costs for changang the packaging of poods o cotnply with the
Law's requirernents, but on the other hand, they will simplify

the work in Ulkraine for both Ukrsinian and Enropean food
producers due ro a unified approach to product labeling, This,
in turn, will increase consumer awareness of products and,
hopefully, will reduce the number of complaints.

By Dmytro Syrota, Managing Partner, SDM Partners

Hxhrwn}' fht‘-:}l.!;_.:::l 2019 Uleraing
has already seen major chang
€5 in its energy sector’s legal
Framework, i11LtL|c|jTt;; the ef
fect of the tecent decision of
the Constirutional Court of
Ukraine involving  the  legal
status  and  decision-making
ﬂLirl."i'I'l'iL_'.' of the Ukrainian

cnergy market regularor (the

“Repulator”), The shockwaves
are likely to go far beyoud 2019,

In pacticular, the curvent year has become a limus test for
the counrry's capability 1o procure proper compliance with the
ELs Third Energy Package, to unbundle the Ukmiinian gas
transmission system, W0 set new gas ransic ra#fs, and — most
Impareantly — 1o secure a new long-term gas rransit conteace
and remain a reliable gas transit partner for European coun-
tries. Achieving this all will be & challenging task for the Goy-
eroment, as well as for the current and funore gas transmission
5_'.'51.!'.'] N QPErATors,

Adoption of the Gas Marleer Law in 25, followed by the
2016 ineroduction of Resoluton Mo, 496 of the Cabinet of
Mimnsrers of Ukraine serting out the preferred unbundling
muodel, gave rise to cautious optmism that Ulaine was actu-
ally mowing towards efficient gas sector reform and bringing
its gas market in compliance with EU Darective 2009/73/EC,
In short, the Government chose the Eds transmission sysrem
(LTS5} unbundling mode {ownership unbundling) and in-
structed Nafrogas {the owner of the carent GTS aperston
to procate itit. Unfortunately, with Na Frogaz/ Gazprom arks-
tration disputes unfolding, the GTS unbundling progress lost
It tempo

Thus, January 1, 2020 was set as the designated milestone both
for unbundiing and for the new gas transit contract. While the
Government — in preparation for the ownership unbundling

established the future GT5 operator (Main Gas Pipelines
of Ukrsine (“MGU™, Nafiogae choze wo pursue g different
maodel {an independent sysrem operator (“TSC, and invested

twe years into its preparaton. Presentaton of the 1503 miescle]
by .’\;Lftn;_"nz caused some real controversy in the |:-:'<.:fu.~|.s'mm|
commmunity, The proposed 150 model would rerjuite and rest
1 A concession agreement, which was and remaing impes
sible within the current legal framewnrk, Thus, implementy |
tion of the proposed 150 model appeirs conditional upon
the Padiament of Ukraine adopting an appropriate wiortding
of the low on concessions, Results of parliamentiry electionsg
in Ukraine leading to establishment of a single- party majoriy
tnean that the new Ukrainian Padiament will be in position 1o
procure efficient and operarive legislative process. However,
the adopticn of the new law on concessions in the wording
suimble for the 150 model will depend on the political will
of the ruliﬂg party Mot to mention that concessions of state
property have always been 2 very sensitive and controversial
issie, which makes adopton of the new low on concessions
rather challenging task even for the majority party,

Furthermore, within its proposed IS0 model, Naftogaz has
established 2 special company — Gas Transmission System
Operator LLC (the GTSO LLEC) — which is designed to be
come the independent system operator 48 soom as i is rans-
ferred to the owinership of MGLI

With the vear-end approaching and pressure increasing, in ear-
Iy June 2019 the Govemment came up with amendments o
Resolution New 496, The initial unbundling plan was revised,
althouph retining the ownership unbundling model. As a o
sult, the unbundling plan has become even more complicated,
a5 it foresees the rempormry (£e, vntl January 1, 20209 integro-
tian of MGL nto Naftogay Group,

Howeser, the new amendments to Resolution Mo, 496 have
not changed the intention of Naftogaz to proceed with is
[50 model, The new Resolouon has vested Mafrogaz with the
obligation 1o procure protection of its position at the arbitra-
tien in Stockholm of its dispute with Gazprom over the revi-
ston of gas transit tariffs throngh the Governments unbun
dling model. Aceording to Naftogaz, protecting its position in
Stockholm arbitration may be achieved exclusively theough iss
proposed ISC model,

Al things taken together, the unbundling may scem w0 have
Fallen into gridlock. MG is obliged o file for certification as
the gas transmission system operator. At the same time, un
der Naftogaz’s unbundling roadmap, GTSO LLC plans to file
tor such certification irsell. The crucial task for the applicant
will be w convinee the Repulator and the Energy Communi
ty Secretariat in independence of the GTS opetator and its
ability 1o ensure functioning in compliance with principles of
EUs Third Energy Package. There is 2 good chance that the
certification will be achieved under the revised certification
order currently elaborsted by the Regularor which will allow
conditional certification prior to Anal certification,

By Maria Orlyk, Partner, CMS5 Reich-Rohrwig Hainz




